








































































































































































































































































































































































































































































































































































































































Constant β D.W. Fvalue adj.Rz
Industrial
Production
GDP
20.55
(5.08)
20.28
(4.98)
0.62
(18.22)
0.59
(16.55)
2.20
2.19
160.40
157.71
0.94
0.93
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shouldbepromoted".
IV.FluctuationsofExchangeRateandEmployment
TheaboveanalysisshowsthatadoptingcommoncurrencyinAPECis
reasonable.However,largecountrieswillnotwishtoabolishtheirown
currency.Surelyabsorbingweakcurrencywillnotconferbenefitsfor
countrieswithstrongeconomies,whichalsoprefertodecidemonetary
policybytheirownwithoutconsideringweakeconomiccountries.
However,weshouldconsideranotherimportantfactor.
In1999,theEurowasfirstintroducedinEurope.Themovementispro-
ceedingverysmoothly.However,ratificationoftheEUconstitutionby
eachcountryisstilldifficultforthegovernmentsoflargecountries.
Thereareseveralreasons,andthelargestdifficultyforeconomicand
monetaryintegrationisemployment.Workersinsomelargecountries
arebeginningtolosetheirjobsbecausealotofpeoplefromweakeco-
nomiccountriesarecomingintolargecountriestoseekjobs.
Employmentisoneimportantpointtothesuccessofintroducingcom-
moncurrencyunion.
Thissectionverifiesthispointempirically.Theestimatedequationis
basedonGros(1996)asfollows:
UNE=α+β1UNE(-1)+β2UNE(-2)+γEXC(-1)+u ...(4)
UNEistheunemploymentrate.EXCisthestandarddeviationofthe
changeofexchangerate.Thecalculationmethodisthesameasinequa-
tion(2).()isatimelag.Thesampleperiodisfrom1985to2004.There-
sultisshowninTable6.
Theresultsshowthatachangeinexchangeratesaffectsunemploy-
ment.Thispointisveryimportant.IntheEU,somelargeandwealthy
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Table6.UnemploymentandExchangeRate
CoefficientTvalue
Constant
UNE(-1)
UNE(-2)
EXC(-1)
2.08
1
-0.18
0.40
20.66
7.43
-4.25
3.76
adj.Rz:0.90;D.W.:2.18;Fvalue:56.71
countriesfearthatunemploymentwouldincreasefollowingadoptionof
acommoncurrency.Atleast,thedecreaseinexchangeratefluctuations
contributestotheincreaseinemployment.Adoptingacommoncurrency
benefitsemployment.
Table7.UnemploymentandExchangeRatewithCapitalFormation
ConstantUNE(-1)UNE(-2)EXC(-1)FCF(-1)D.W.Fvalueadj.R2
Malaysia
Philippine
Japan
Korea
China
Australia
New
Zealand
United
States
Canada
Chile
3.58
(3.29)
10.60
(5.95)
-0.20
(-0.20)
-0.32
(-0.58)
-0.23
(-0.54)
1.39
(2.06)
2.67
(2.79)
0.98
(1.67)
6.06
(3.09)
3.40
(1.53)
0.22
(1.06)
-0.21
(-1.51)
1.00
(6.43)
1.12
(7.54)
1.42
(9.50)
0.71
(6.25)
1・:
(7.73)
0.49
(4.53)
0.40
(2.58)
0.82
(3.74)
一〇.27
(-1.39)
-0.26
(-2.03)
-0.04
(-0.28)
-0.24
(-1.65)
-0.46
(-2.99)
o.i7
(1.40)
-0.16
(-1.24)
0.37
(3.45)
0.15
(1.06)
-0.21
(-0.92)
0.44
(3.52)
0.36
(3.37)
0.19
(1.54)
0.52
(6.85)
0.12
(3.98)
0.32
(4.38)
0.17
(3.02)
0.24
(3.00)
111:
(-0.12)
0.39
(4.50)
3.93E-06
(0.47)
0.03
(5.10)
3.03E-06
(0.49)
1.91E-05
(1.68)
o.00s
(1.26)
-0.004
(-1.82)
-0.0003
(-2.98)
-0.0001
(-0.83)
-0.013
(-2.72)
-0.0002
(-0.23)
1.93
2.24
0.87
9.27
1.96238.27
1.9360.97
1.94286.43
2.02120.53
1.96316.39
.90
2.12
1.58
87.30
52.92
8.92
0.11
0.38
0.94
1:1
0.95
0.82
0.94
0.77
0.79
0.46
lI
lI
」1
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Finally,thesamemethodisappliedtoeachcountry.Thiscomputation
usesequation(4)butaddstherateoffixedcapitalformation.Theresult
isshowninTable7.
Fixedcapitalformationhassomeeffectontheoutcome.Ifthisisun-
certain,itwillaffectexchangeratemovement.Theresultsareinade-
quate;however,employmentratesareimportantfactorsandshouldbea
centralconcernwhenconsideringtheadoptionofacommoncurrency.
Policyauthoritiesshouldtakethisintoaccount.Inparticular,ifgreater
internationalcompetitionleadstolayoffsandassociatedlabormarket
pressures,therecouldbeanincreaseinpleasforcontinuationorenlarge-
mentofthesocialsafetynet.
V.Conclusion
Thispaper'spurposewastoanalyzetheeffectofintroducingcommon
currencyontradeandemploymentinAPEC.Thispaperanalyzedfirst
whetherthereisareductionofexchangeratevariabilityandproximity.
Thecalculationsconfirmthatthefluctuationshavedecreased.Itwasalso
interestingtonotethatthedevelopmentofintra-tradehasbeenproduc-
ingsimilareconomicconditionsinmemberstates.Thismovementseems
tosatisfytheOCAtheoryforAPEC.Finally,thispaperanalyzedthemo-
tivationforabandoningdomesticcurrenciesandfoundthatemployment
isstronglyrelatedtotheabolitionofeachcurrency.Employmentisone
importantpointforthedeterminingthesuccessofintroducingacommon
currency.ThesituationoftheEUsupportsthisnotion.Consideringem-
ploymentindecisionsregardingeconomicandmonetaryintegrationis
keysuccessfulcurrencyintegration.
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Notes
?
?
?
?
?
?
?
?
?
Somecountries(areas)areexcludedbecauseofdataunavailability.
Again,itisneedlesstosaythatthepossibilityisquitelow.Themodelesti-
matedinequation(1)isatypicalgravitymodel.Thistypeofmodeliswide-
spreadusenow.See,forexample,FrankelandRose(1995).
Thecaseofrealexchangerateisalsoanalyzed;however,theresultsare
similartothecalculatedusingnominaleffectiveexchangerate.McKinnon
(1963)arguedthatinpractice,realexchangeratebehaviordoesnotdepend
onthechoiceofmonetaryregime.
Ofcoursewhetheralltheotherjudgestandardscannotbeapplicable.For
example,laborandfactormobilityislowinAPEC,sooneoftheimportant
standardsisnotapplicable.
SomeAPECcountriesaltertheireconomicpoliciesaccordingtothetrade
partners'policies.Theinstrumentalvariablemethodisalsoconsidered;
however,theresultsaresimilar.TimelagisalsocheckedbyAIC.
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